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The in fo rm a tio n  con ta ined in this report has been prepared fro m  sources considered re liable, b u t its accuracy is no t guaranteed by us 
and is N OT necessarily a com plete  sum m ary o f all available materials on the subject. O pin ions expressed herein do no t necessarily re flect 
in s titu te  p o licy . R eproduction  o f these m aterials w ith o u t p r io r approval o f the A IC P A  is p ro h ib ite d .
DEFENSE , DEPARTMENT OF; GENERAL SERVICES ADMINIS TRATION; N A T IONAL AERONAUTICS AND SPACE
ADM INISTRATION
"F e d e r a l  A c q u i s i t i o n  R e g u la t io n  (FAR); P ro m p t Paym ent" i s  th e  t i t l e  o f  a  proposed 
r u l e  p ro m u lg a te d  b y  DOD, GSA and NASA (s e e  th e  7 /1 7 /8 6  F ed . Reg., pp. 25976-79). 
Proposed i s  th e  ad o p tio n  o f  p ro v is io n s  o f  th e  Prompt Payment A ct and co rrespond ing  
im p le m e n tin g  p o l i c i e s  i s s u e d  b y  th e  O f f ic e  o f  M anagem ent and  B udget i n  OMB 
C irc u la r  A-125 and i t s  tw o a tta ch m en ts  a s  S ubpart 32.9, Prompt Payment. Inc luded  
i n  p ro p o se d  S u b p a r t  32.9 a r e  th e  f o l lo w in g  s e c t i o n s :  paym en t s ta n d a r d s ,  
d e te rm in in g  due d a te s , i n t e r e s t  p e n a l t ie s  and c o n tra c t  c la u se , among o th e rs . The 
proposed  r u le  a ls o  re v is e s  Subpart 32.5, P ro g ress  Payments Based on C osts, t o  make 
i t  c o n s is te n t  w ith  OMB C irc u la r  A-125. W ritte n  comments should  be su b m itted  by 
9 /15 /86  to  th e  G eneral S e rv ic e s  A d m in is tra tio n , FAR S e c r e ta r ia t  (VRS), 18th  and F 
S t r e e ts ,  N.W., Room 4041, W ashington, D.C. 20405. For f u r th e r  in fo rm a tio n  c o n ta c t 
M argaret W il l i s  a t  202/523-4755.
I n  a  r e l a t e d  a c t i o n ,  DOD i s s u e d  a  p ro p o se d  r u l e  e n t i t l e d  "D ep artm en t o f  
D efense F ed e ra l A c q u is it io n  R eg u la tio n  Supplem ent; S h o rt Form R esearch C o n trac ts"  
and re q u e s te d  comments on i t  by  9 /19 /86  (see  th e  7 /21/86  Fed. Reg., pp. 26172-74). 
The p ro p o se d  r u l e  h a s  b e en  i s s u e d  t o  e n s u re  co n fo rm an ce  o f  S u b p a r t  235.70 and 
S e c tio n  252.235-7005 o f  th e  DOD FAR Supplem ent w ith  th e  C om petition  in  C o n trac tin g  
A c t, P.L. 98 -369 . The p ro p o se d  r e v i s i o n s  w ould  a u th o r i z e  u se  o f  th e  s h o r t  fo rm  
r e s e a r c h  c o n t r a c t  f o r  c o m p e t i t iv e  a w a rd s ; i t  h a s  t o  d a te  b e en  u se d  o n ly  f o r  
u n s o l ic i te d  p ro p o sa ls  from  e d u c a tio n a l i n s t i t u t i o n s  o r  n o n p r o f i t  o r g a n iz a t i o n s .  
C la u se s  t o  b e  i n s e r t e d  i n  S e c t io n  252 .235-7005  in c lu d e ,  among o t h e r s ,  a u d i t — 
n e g o t i a t i o n ,  c o s t  a c c o u n tin g  s ta n d a r d s ,  a d m i n i s t r a t i o n  o f  c o s t  a c c o u n tin g  
s tan d a rd s , and d is c lo s u re  and c o n s is te n c y  o f  c o s t  acco un ting  p r a c t ic e s .  W ritte n  
comments shou ld  be s e n t  t o  th e  Defense A c q u is it io n  R egu lato ry  C ouncil, ATTN: Mr. 
C harles  W. Lloyd, E xecu tive  S e c re ta ry , DAR C ouncil, ODASD(P)/DARS, c/ o OASD(A&L) 
(M&RS), Room 3C841, The P e n ta g o n , W ash in g to n , D.C. 20301-3062 . F o r f u r t h e r  
in fo rm a tio n  c o n ta c t C harles  Lloyd a t  202/697-7268.
SECURITIES AND EXCHANGE COM MIS S ION
A llow ing banks t o  "engage in  c e r t a in  a d d i t io n a l  s e c u r i t i e s  a c t i v i t i e s ,  s u b je c t  to
c e r t a in  c o n d itio n s , w hich a re  in ten d ed  to  a s su re  e q u a l i ty  o f  co m p etitio n "  was
endorsed  by SEC Chairm an John S.R. Shad in  b e h a lf  o f  th e  Commission in  te s tim o n y
b e fo re  th e  House Subcom m ittee on Commerce, Consumer and M onetary A f fa ir s  7 /23 /86 . 
C hairm an  Shad s a i d  th e  C om m ission  s u p p o r te d  D e p a rtm e n t o f  th e  T re a s u ry  
recom m endations t o  p e rm it banks t o  u n d e rw rite  m u n ic ip a l revenue bonds and m utual 
funds, s u b je c t t o  s e v e ra l  c o n d itio n s— in c lu d in g  t h a t  such a c t i v i t i e s  be conducted 
in  s e p a ra te  c o rp o ra te  a f f i l i a t e s  w ith in  h o ld in g  company s t r u c tu r e s  s u b je c t to  th e  
sam e SEC r e g u l a t i o n s  a s  o th e r s  engaged  i n  t h e  a c t i v i t y .  C hairm an  Shad a l s o  
s t r e s s e d  t h a t  th e  Commission b e lie v e s  t h a t  re g u la to ry  change "should  be governed 
by  th e  p r in c ip le  o f  fu n c tio n a l re g u la t io n ,"  o r  r e g u la t io n  by fu n c tio n a l a c t i v i t y  
r a t h e r  th a n  i n d u s t r y  c l a s s i f i c a t i o n .  He s a id ,  f u n c t io n a l  r e g u l a t i o n  w ould  
" . . .e n s u re  t h a t  p u b l i c  i n v e s t o r s  a r e  p r o te c te d  by th e  s e c u r i t i e s  law s re g a rd le s s  
o f  th e  e n t i t y  w i th  w h ich  th o s e  i n v e s t o r s  ch o o se  t o  d e a l  w i th  r e s p e c t  t o  t h e i r  
s e c u r i t i e s  t ra n s a c tio n s ."  He a ls o  ad d ressed  th e  f a c t  t h a t  r e g u la t io n  o f  banks and 
t h r i f t s  b y  e i t h e r  t h e  SEC o r  b y  b an k  and  t h r i f t  r e g u la to r y  a g e n c ie s  (d e p e n d in g  
upon w hether th e  bank o r  t h r i f t  i s  owned by  a  h o ld in g  company) le a d s  to  re g u la to ry  
d i s p a r i t y  r e g a r d in g  d i s c l o s u r e ,  a s  w e l l  a s  "w h e th e r  a u d i t s  a r e  c o n d u c te d  by  
independent p u b lic  acco u n tan ts ."  He con tinued , "Uniform acco un ting  s tan d a rd s  and 
d is c lo s u re  req u irem en ts  f a c i l i t a t e  com parative  an a ly se s  o f  in v estm en t a l t e r n a t iv e s  
among in d iv id u a l  i n s t i t u t i o n s ,  as  w e ll  a s  betw een in d u s try  groups such a s  banks, 
s a v in g s  and  lo a n  a s s o c i a t i o n s ,  f in a n c e  co m p an ies  and  s e c u r i t i e s  f i r m s .  Such 
com parative  a n a ly se s  a re  fundam ental to  sound in v estm en t d e c is io n s  and e f f i c i e n t  
s e c u r i t i e s  m a rk e ts ."  C h airm an  Shad c o n c lu d e d  h i s  t e s t i m o n y  b y  s t a t i n g ,
" I n c r e a s i n g l y , . . . t h e  l i n e s  o f  d e m a rc a t io n  b e tw e e n  th e  b a n k in g  and  s e c u r i t i e s  
in d u s t r ie s  a re  erod ing . The Commission b e lie v e s  t h a t  amendments t o  th e  e x is t in g  
s t r u c t u r e  o f  f i n a n c i a l  s e r v i c e s  r e g u l a t i o n  s h o u ld  im p le m e n t t h e  c o n c e p t  o f  
f u n c t io n a l  r e g u la t i o n . . . . "
CPAs t o  f i l l  numerous acco u n tin g  p o s i t io n s  a t  th e  SEC a re  b e in g  sought by  th e
Commission. A minimum o f  th r e e  y e a rs  o f  ex p erien ce  in  a  p u b lic  acco u n tin g  f irm  o r
in  a  p u b l i c l y  h e ld  c o r p o r a t io n ,  w i th  an  e m p h a s is  on  e x p e r ie n c e  r e l a t i n g  t o  SEC 
c o r p o r a te  r e p o r t i n g  p r a c t i c e s  i s  r e q u i r e d .  The d u t i e s  and  f u n c t io n s  o f  a l l  t h e  
p o s i t i o n s  a r e  t h e  sam e. A p p l ic a n ts  s h o u ld  s u b m it  a  re su m e  t o :  E d i th  H o c u tt ,  
O f f i c e  o f  P e r s o n n e l ,  Room 1C45, 450 5 th  S t r e e t ,  N.W., W ash in g to n , D.C. 20549. 
Q u a l i f i e d  a p p l i c a n t s  w i l l  b e  fo rw a rd e d  a d d i t i o n a l  a p p l i c a t i o n  m a t e r i a l s  t o  
com plete.
TR EASURY, DEPARTM E N T  O F
Lawrence B. G ibbs was confirm ed  a s  Com m issioner o f  th e  I n te r n a l  Revenue S e rv ic e  by th e
U.S. S ena te  on 7 /23 /86 . He succeeds Roscoe L. Egger, J r . ,  CPA, who re s ig n e d  a f t e r
se rv in g  6 y e a rs  in  th e  p o s i t io n  and h a s  re tu rn e d  t o  P r ic e  W aterhouse. Mr. Gibbs 
was a  p a r tn e r  w ith  th e  D a lla s , TX law  f irm  o f  Johnson & Swanson a t  th e  tim e  o f  h i s  
nom ination  and p re v io u s ly  se rv ed  a t  th e  IRS a s  A s s is ta n t  Com m issioner (T echn ical), 
Deputy C h ie f Counsel, and A cting  C h ie f Counsel (see  th e  6 /1 6 /8 6  Wash. R pt.).
In  a  r e la te d  a c t io n , th e  S enate  a ls o  confirm ed  th e  nom ination  o f  W illiam  F. 
N elson t o  be an A s s is ta n t  G eneral Counsel in  th e  D epartm ent o f  th e  T reasury , w hich 
i s  t h e  C h ie f  C o u n se l o f  th e  IRS. Mr. N e lso n  i s  a  p a r t n e r  w i th  t h e  A t l a n t a ,  GA 
law  f i r m  o f  K ing & S p a ld in g  and  h a s  c o n c e n t r a te d  h i s  p r a c t i c e  on t a x  law . Mr. 
Nelson h a s  been a f f i l i a t e d  w ith  King & S pald ing  s in c e  g ra d u a tin g  from  law  schoo l 
a t  th e  U n iv e rs ity  o f  V irg in ia  in  1972.
Dana H. Cook, CPA, h a s  been s e le c te d  by C o m p tro lle r o f  th e  C urrency R obert L. C la rk e
to  se rv e  a s  a  S p e c ia l A dvisor t o  th e  C o m p tro lle r. In  t h i s  p o s i t io n , Mr. Cook, who
i s  a  p a r tn e r  w ith  P ea t, Marwick, M itc h e ll  & Co., w i l l  ad v ise  th e  C o m p tro lle r on a  
b ro a d  ra n g e  o f  b a n k in g  m a t t e r s  i n c lu d in g  th e  lo n g - r a n g e  i m p l i c a t i o n s  o f  new 
developm ents and tre n d s  in  th e  banking and fin a n c e  in d u s try . He w i l l  a ls o  se rv e  
a s  a  r e p r e s e n t a t i v e  f o r  t h e  C o m p tro l le r  a t  k ey  b u s in e s s  and  i n d u s t r y  l e a d e r  
m e e t in g s . In  a d d i t i o n ,  h e  w i l l  s e r v e  a s  a  m ember o f  th e  C o m p tro l le r  O f f i c e 's  
P o l i c y  G roup, w h ich  a l s o  in c lu d e s  th e  f o u r  S e n io r  D epu ty  C o m p tr o l le r s  and  th e  
C h ie f Counsel. Mr. Cook jo in s  th e  O ffice  o f  th e  C o m p tro lle r o f  th e  C urrency a f t e r  
16 y e a r s  w i th  P e a t ,  M arw ick , M i tc h e l l  & Co. He h a s  b e e n  a  t a x  p a r t n e r  i n  th e  
company's Houston, TX o f f ic e  s p e c ia l iz in g  in  th e  banking in d u s try  s in c e  1976. Mr. 
Cook h as  a ls o  serv ed  as  P e a t M arwick's bank h o ld in g  company s e rv ic e s  c o o rd in a to r  
fo r  th e  so u thw est and i s  a  member o f  th e  f i r m 's  p o l ic y - s e t t in g  bank ta x  p r a c t ic e  
com m ittee. He h a s  been a  member o f  th e  AICPA s in c e  1976.
A l i s t  o f  o rg a n iz a tio n s  a u th o riz e d  by th e  IRS t o  o f f e r  CPE co u rses  f o r  in d iv id u a ls
e n ro lle d  t o  p r a c t ic e  b e fo re  th e  IRS h as  been  p u b lish e d  by th e  IRS (See th e  7 /24 /86
F ed . Reg., pp. 2 6 623-25 ). New r e g u l a t i o n s  r e q u i r e  t h a t  e n r o l l e d  a g e n ts ,  su ch  a s  
CPAs and a t t o r n e y s ,  renew  t h e i r  e n r o l lm e n t  on a  p e r i o d i c  b a s i s .  A c o n d i t io n  o f  
e l i g i b i l i t y  f o r  re n e w a l o f  e n r o l lm e n t  i s  t h e  s a t i s f a c t i o n  o f  c o n t in u in g  
p r o f e s s i o n a l  e d u c a t io n  r e q u ir e m e n ts  s e t  f o r t h  i n  t h e  am ended r e g u l a t i o n .  The 
l i s t i n g  o f  approved sponsors fo r  CPE co u rses  c o n ta in s  a l l  th o se  sponsors approved 
a s  o f 7 /24 /86 . For fu r th e r  in fo rm a tio n  c o n ta c t Mr. L e s l ie  S. S hap iro  a t  202/535- 
6787.
SPECI AL: SENATE PASSES BI L L MAKING IT  EASIER TO OBTAIN  LIABILITY INSURANCE; SIMILAR BILL
INTR O UCED IN THE HOUSE
CPAs would have an a l te r n a t iv e  means o f  o b ta in in g  l i a b i l i t y  in su rance  under
le g i s la t io n  passed  re c e n tly  by th e  Senate. The b i l l ,  S. 2129, expands th e  Product
L ia b i l i ty  R isk R eten tion  Act o f  1981 to  a llo w  p ro fe s s io n a ls , lo c a l governments, 
b u s in esses  and o th e rs  to  o b ta in  l i a b i l i t y  insu rance  by form ing a  r i s k  re te n tio n  
group to  p rov ide  s e lf - in s u ra n c e  o r by u sing  a  purchasing  group to  c o o p e ra tiv e ly  
p u rc h a se  l i a b i l i t y  in s u ra n c e . S. 2129 expands th e  a p p l i c a t i o n  o f  th e  1981 R isk  
R eten tion  Act to  cover a l l  pu rch ase rs  o f  l i a b i l i t y  insu rance  o th e r  th an  p e rso n a l 
r i s k  in su rance  and w orkers com pensation insurance. (The 1981 Act preem pts c e r ta in  
s t a t e  law s and r e g u la t io n s  t o  a l lo w , on an i n t e r s t a t e  g roup  b a s i s ,  f o r  p ro d u c t 
l i a b i l i t y  r is k s ,  th e  purchase o f  in su rance  and th e  e s tab lish m en t o f  s e lf - in s u ra n c e  
coverage.) P ro v isio n s  o f  S. 2129 include th e  fo llo w in g : 1) l im i t  r i s k  re te n tio n  
and purchasing  groups to  th o se  members whose exposure to  l i a b i l i t y  i s  s im ila r  (For 
exam ple, a c c o u n ta n ts  c o u ld  n o t  form  a  r i s k  r e t e n t i o n  g roup  w i th  day c a re  
c e n te r s . ) ;  2) p ro v id e  t h a t  r i s k  r e t e n t i o n  g ro u p s  o r  purc h a s in g  g ro u p s  m u st be 
c h a r te r e d  o r  l ic e n s e d  a s  an  in s u ra n c e  company and a u th o r iz e d  t o  s e l l  in s u ra n c e  
u n d e r th e  law s  o f  a t  l e a s t  one s t a t e  b e f o r e  th e y  can  w r i t e  p o l i c i e s  in  o th e r  
s t a t e s ;  3) r e q u i r e  t h a t  each  s t a t e ' s  in s u ra n c e  c o m m iss io n e r i s  n o t i f i e d  o f  th e  
i n t e n t  o f  a  r i s k  r e t e n t i o n  o r  p u rc h a s in g  g roup  t o  o p e ra te  in  t h a t  s t a t e ;  4) 
au th o riz e  th e  insu rance  com m issioner in  a  n o n -ch a rte rin g  s t a t e  where a  group i s  
doing b u s in ess  to  conduct an in v e s t ig a t io n  in to  th a t  group 's f in a n c ia l  co n d itio n  
and t o  b e g in  a  d e lin q u e n c y  p ro c e e d in g  i f  t h e r e  h a s  b een  a  f in d in g  o f  f i n a n c i a l  
im pairm ent; and 5) re q u ire  th a t  th e  group comply w ith  F ed era l and s t a t e  f a i r  tra d e  
p ra c t ic e s  a c ts ,  which p ro h ib i t  d ecep tiv e  a c ts  o r  p ra c t ic e s ,  such as m islead ing  o r 
f a ls e  a d v e r t is in g .
In  a  r e l a t e d  m a t te r ,  in t r o d u c t io n  in  th e  House o f  R e p r e s e n ta t iv e s  o f  a 
m easu re  m odeled on S. 2129 was announced a t  a  7 /2 3 /8 6  h e a r in g  co n d u c ted  by  th e  
House Energy and Commerce Subcommittee on Commerce, T ran sp o rta tio n , and Tourism. 
The newly in troduced  House measure i s  H.R. 5225. The su b je c t o f  th e  h earin g  was 
"R isk  R e te n t io n  G roups and In s u ra n c e  U n a v a i l a b i l i t y ,"  and was th e  n in th  in  a 
s e r i e s  o f  h e a r in g s  th e  S u b co m m ittee  h a s  h e ld  r e g a rd in g  th e  u n a v a i l a b i l i t y  and 
u n a f f o r d a b i l i t y  o f  l i a b i l i t y  in s u ra n c e .  T e s tify in g  a t  th e  h earin g  were sev e ra l 
members o f  Congress, consumer and in s u ra n c e  in d u s t r y  r e p r e s e n ta t i v e s  and s t a t e  
insu rance  com m issioners
For fu r th e r  in fo rm a tio n  co n ta c t S h ir ley  Hodgson a t  202/872-8190.
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